Google 



This is a digital copy of a book that was preserved for general ions on library shelves before il was carefully scanned by Google as part of a project 

to make the world's books discoverable online. 

Il has survived long enough for the copyright to expire and the book to enter the public domain. A public domain book is one that was never subject 

to copyright or whose legal copyright term has expired. Whether a book is in the public domain may vary country to country. Public domain books 

are our gateways to the past, representing a wealth of history, culture and knowledge that's often diflicult to discover. 

Marks, notations and other marginalia present in the original volume will appear in this file - a reminder of this book's long journey from the 

publisher to a library and finally to you. 

Usage guidelines 

Google is proud to partner with libraries to digitize public domain materials and make them widely accessible. Public domain books belong to the 
public and we are merely their custodians. Nevertheless, this work is expensive, so in order to keep providing this resource, we have taken steps to 
prevent abuse by commercial parlies, including placing technical restrictions on automated querying. 
We also ask that you: 

+ Make non-commercial use of the plus We designed Google Book Search for use by individuals, and we request that you use these files for 
personal, non-commercial purposes. 

+ Refrain from automated querying Do not send automated queries of any sort to Google's system: If you are conducting research on machine 
translation, optical character recognition or other areas where access to a large amount of text is helpful, please contact us. We encourage the 
use of public domain materials for these purposes and may be able to help. 

+ Maintain attribution The Google "watermark" you see on each file is essential for informing people about this project and helping them find 
additional materials through Google Book Search. Please do not remove it. 

+ Keep it legal Whatever your use, remember that you are responsible for ensuring that what you are doing is legal. Do not assume that just 
because we believe a b<x>k is in the public domain for users in the United States, that the work is also in the public domain for users in other 

countries. Whether a book is still in copyright varies from country to country, and we can't offer guidance on whether any specific use of 
any specific book is allowed. Please do not assume that a book's appearance in Google Book Search means il can be used in any manner 
anywhere in the world. Copyright infringement liability can be quite severe. 

About Google Book Search 

Google's mission is to organize the world's information and to make it universally accessible and useful. Google Book Search helps readers 
discover the world's hooks while helping authors ami publishers reach new audiences. You can search through I lie lull text of this book on I lie web 
at |http : //books . qooqle . com/| 



Received n» Exchange 

University of 




UNITED STATES COUNCIL OF NATIONAL DEFENSE 
AN ANALYSIS OF THE 

HIGH COST OF LIVING 
PROBLEM 



Submitted by Grotvenor B. Clarkson, Director of the Council, to 
Newton D. Baker, Secretary of War and Chairman of the Council, 
and in turn transmitted by the Chairman of the Council to the 
s of Congress 



WASHINGTON, D. C. 
August, 1919 



X 



^ 



! ihr.7 

DEC 2 4 1937 



LETTER OF TRANSMITTAL TO THE CHAIRMAN OF THE COUNCIL. 



United States Council of National Defense, 

Washington, August 9, 1919. 
My Dear Mr. Chairman : Herewith I have the honor to hand you 
an analysis of the high-cost-of -living problem prepared at my direc- 
tion by the Eeconstruction Research Division of the Council. While 
the report is the result of much careful study and investigation, it has 
purposely been made nonacademic in form with the intent that the 
consideration of detail should not obscure the presentation of what 
I may term a panoramic view of the problem in question. It has 
seemed best to suggest a balanced working predicate rather than to 
draw undue conclusions on a subject to much the Government and 
the Nation have only now begun to address themselves in a concen- 
trated way. 

I need hardly state that in making this report the Council seeks 
in no way to transcend the functions of any of the Federal agencies 
charged with dealing directly with the high cost of living. As the 
most extensive interdepartmental unit under the Government — com- 
posed as it is of the Secretaries of War, Navy, Interior, Agriculture, 
Commerce, and Labor — it becomes the Council's logical and legal 
duty wherever possible to offer its resources and its great store of 
pooled knowledge and industrial and economic facts to every other 
governmental body engaged on matters affecting the national security 
and welfare. To do so has been one of the Council's main functions 
since its creation by the Congress. 
Faithfully, yours, 

(Signed) Grosvenor B. Clarkson, 

Director of the Council. 
Hon. Newton D. Baker, 

Secretary of War and Chairman of the 

United States Council of National Defense, 

Washington, D. C. 
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MEMORANDUM OF TRANSMITTAL TO MEMBERS OF CONGRESS. ^ 



United States Council of National Defense, 

August 16, 1919. 

To: Members of Congress. 

From: Newton D. Baker, Secretary of War, as chairman of the 

United States Council of National Defense. 
Subject : Transmitting report on the high cost of living prepared by 

the Council. 

Herewith I have the honor to hand you a report on the high cost of 
living transmitted to me by Grosvenor B. Clarkson, Director of the 
Council of National Defense. It is obviously an effort to get the 
problem stated, while undertaking in a comprehensive way to ascribe 
due proportionate importance to all factors of the subject. The 
Council conceives its function in the present instance to be concerned 
with statement of fact rather than with determination of policy. 

The Council of National Defense made throughout the war, and is 
still making, the necessary studies to focus in one central place the 
results of salient investigations on economic subjects made by the 
various governmental departments, and is endeavoring to dovetail 
these investigations into one complete picture of our production re- 
quirements and our means for meeting them. 

The Council is not provided with the necessarv funds under its 
present appropriation to carry this work through to a conclusion. 
It can simply lay the situation before you in the inclosed preliminary 
report in the hope that this report will aid you in the solving of the 
problem with which the Congress is now faced. 
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ANALYSIS OF THE HIGH COST OF LIVING PROBLEM. 



ORDER OF PRESENTATION. 

1. Summary op findings. 

2. a general introductory statement on the problem. 

3. Statistical pacts regarding the high cost of living. 

4. Illusions tending to aggravate discontent with the cost op 

LIVING. 

5. Causes of the high cost of living. 

6. Remedial measures which may be applicable to the proble3I; 



SUMMARY OF FINDINGS. 

The findings of the Reconstruction Research Division, Council of 
National Defense, indicate that the high cost of living is primarily 
due to curtailment in the production of nearly all commodities except 
raw food products, to hoarding of storage food products, to profiteer- 
ing, conscious and unconscious, and to inflation of circulating credit: 
The findings indicate that the situation may be most advantageously 
met by: 

1. Stimulated production. 
- 2. Some readjustment of incomes to the basis of higher price levels. 
* 3. The repression of hoarding and profiteering. 

4. Improvement and standardization of methods and facilities for 
distributing and marketing goods. 

5. The perfecting of means of keeping the Nation frequently, 
promptly, and adequately informed regarding probable national 
requirements and of current production and stocks of the more im- 
portant commodities. 

The findings emphasize the fact that high standards of living can 
not be maintained upon a basis of reduced production, regardless of 
whether price levels be high or low. 

INTRODUCTORY STATEMENT ON THE PROBLEM, 

The sub'stance of this report is compiled from the results of a con- 
siderable amount of study of the conditions to which the report re- 
lates, and we have not intended to admit into its contents any sugges- 
tion which we do not deem worthy of consideration. 

Our studies of this problem leads us to doubt that any investiga- 
tion of the high cost of living can accomplish important, immediate 
or lasting results unless the subject is probed to its very foundations 
and remedial measures of far-reaching and thorough-going character 
are adopted. 

The problem of the high cost of living is but one phase of the larger 
general problem of readjustment under after- war conditions. And 
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the problem of the high cost of living is so interrelated with other re- 
construction problems that the opening of this problem to considera- 
tion is tantamount to opening up the question of reconstruction prac- 
tically in its entirety. 

Like nearly all the problems of reconstruction, the high cost of liv- 
ing is in fact neither a new problem nor a problem of transitory char- 
acter. It is not a problem which will in the natural course be out- 
grown and left behind, as with the passing of time we get farther and 
farther away from the recently closed war. In essence, the problem 
of the high cost of living is a prewar, as well as postwar, problem, 
reasserting itself under conditions which have become aggravated. 
Not only have prices risen with increased rapidity during the war, but 
the public mind has also, during the interval, become more impatient 
and more accustomed to insisting that problems be met with solu- 
tions of the sort that bring tangible results. 

THE ESSENCE OF THE HIGH COST OF LIVING SITUATION. 

An analysis the high-cost-of -living problem brings out the fol- 
lowing facts and principles as constituting the essence of the situa- 
tion : 

1. The only complaints of the high cost of living which have justi- 
fication are those which are based upon inability of the present 
income to maintain previous or reasonable standards of living at 
present prices — such well-founded complaints mean that increase of 
income has not kept pace with increased cost of living, and there- 
fore imply enforced reduction in standards of living. 

AMERICA'S PRODUCTIVE CAPACITY. 

2. America's industrial and economic achievements during the war, 
notwithstanding depleted man power and diversion of productive 
effort to war purposes, demonstrate the ample ability of the Nation 
to sustain its population according to a standard of living equal to 
or above standards of living which obtained previous to or auring 
the war. 

3. The fundamental basis for the maintenance of national stand-, 
ards of living is adequate production, economical distribution, and 
fair apportionment among the various economic groups which con- 
stitute our society. With the exception of agricultural activity, pro- 
duction since the armistice has shown evidence of curtailment, and 
has in general been abnormally low. Normal consumption can not 
continue unless an adequate rate of production is maintained. 

FOOD SITUATION AND READJUSTMENT. 

4. Food production and the facilities for food production were 
improved rather than injured during the war. Moreover, the pro- 
gram with respect to food production since the signipg of the armis- 
tice has been one of vigorous expansion of the means of providing 
raw food products. The actual consumption of wheat, as shown by 
the Grain Corporation's report of May 25, 1919, had for the previous 
10 months averaged 37,f00,000 bushels per month, as against 
39,000,000 bushels for the previous 12 months. This does not neces- 
sarily imply reduced consumption of cereals, but figures should be 
obtainable which would yield reliable information as to whether 
there has been reduction or increase in cereal consumption. 



The number of cattle slaughtered in the period January to May, 
1919, was 3,803,000, as against 4,204,000 for tne corresponding period 
of 1918, though the national reserve of cattle on farms had increased 
during the war. The swine slaughtered January to May increased 
from 18,260,000 in 1918 to 20,500,000 in 1919. 

CLOTHING SITUATION. 

5. The production of civilian cloths and clothing suffered some 
reduction during the war, and has suffered heavy curtailment for 
many months since the signing of the armistice. 

Boot and shoe production for civilian use was unfavorably affected 
by the war and has likewise undergone extreme curtailment since 
tne signing of the armistice. 

HOUSING PROBLEM. 

6. Housing facilities developed acute shortage through curtail- 
ment of building during the war and, due to curtailment, for many 
months following the armistice, of the production of building ma- 
terial and of building construction, housing is still far below normal. 
Eents continue to rise. 

PROVISION OF NEW CAPITAL. 

7. The first half of 1919 shows diminished production of raw mate- 
rials and subnormal construction of new capital, and thus indicates 
failure to utilize an adequate proportion of our productive forces in 
the preliminary processes of provision to meet future requirements. 
In fact, due to business uncertainty and hesitation and tendencies to 
disagreement between productive groups, retailers, wholesalers, man- 
ufacturers, labor, etc., there ensued after the armistice a disue of a 
large proportion of America's productive capacity. Unless this 
Slump in production is atoned for by consistent future activity, and 
Unless production is constantly maintained on an adequate scale, 
reduced standards of living will become inescapable, regardless oi 
prices, whether they rise or fall. 

8. The* very fact that prices of finished commodities, consumption 
goods, so called, have risen to an extent out of proportion to the rise 
in prices of raw materials and perhaps out of proportion to the rise 
in general wages, indicates that production and distribution carried 
on under these conditions is, in general, yielding profits abnormally, 
high. 

STATISTICAL FACTS REGARDING COST OF LIVING. 

The most comprehensive investigation of price histories during the 
war is that recently completed by the price section of the War Indus- 
tries Board. It consists of a very extensive compilation of data, 
including some information regarding production and stocks on 
hand, as well as the price changes from 1913 to December, 1918, for 
the commodities investigated. The scope of this study was not 
restricted to prices of finished goods, but also included the prices of 
raw materials in every degree of manufacture, and the various price 
studies were grouped in a manner indicated by the relationship of 
the investigated commodities as connected in the industrial process 
of manufacture. However, the period covered by that investigation 
unfortunately does not extend beyond December, 1918. 
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RISE IN FOOD PRICES- 

According to the latest published Monthly Labor Review, that of 
July, 1919, the average retail prices for 22 selected articles of food, 
which constitute from 35 to 45 per cent of the total expenditure of 
typical wage earning families, iiad increased on May 15, 1919, to 91 
per cent (this is a simple price average; the weighted index number i 

as shown later is considerably higher) above prices on May 15, 1913. 
The increase since May, 1918, was greater than for any year since , 

1913, except the year 1916 to 1917. The increase for the four years, I 

1913 to May 15, 1917, was 56 per cent. In the following year, May 
15, 1917, to May 15, 1918, the increase over 1913 rose to 64 per cent 
and for the year 1918 to 1919 this percentage of increase rose from 64 
to 91 per cent, as above stated. The average rate of increase for these 
22 commodities from April 15 to May 15, 1919, was 2 per cent, a 
rate which if continued for 12 months would amount to a total in- 
crease of approximately 33 per cent during the current year. 

The price of wheat flour has risen since 1913 more than 200 per 
cent, the index number for May, 1919, being 306, the 1913 average 
being considered as the basis and reckoned as 100. The May, 1919, 
index number for wheat is 298. It should, however, be borne in i 

mind that wheat flour though an important article of food, is a very 
small item in the family budget. Comparatively little relief can, 
therefore, arise from a reduction in the price of wheat only. 

PRICES OF CLOTHING. 

Index numbers of wholesale prices, as compiled by the Bureau of 
Labor Statistics, show that in June, 1919, the price of cloths and 
clothing had increased 150 per cent. The item of clothing amounts 
to about 15 to 20 per cent of the expenditure of the average wage 
earning family. 

RENTS AND HOUSING. 

Reliable figures showing the average increase in rents are not com- 
piled. It is publicly known, however, that more or lesss concerted 
movements to increase fents have been made in several cities since 
the signing of the armistice. The item of rent amounts to from 9 to 
15 per cent of the expenditure of the average wage-earning family. 

Fuel and lighting show an increase for June, 1919, according to 
the Bureau of Labor Statistics index numbers, of 80 per cent over the 
figures for 1913. Fuel and light amount to approximately 3J to 7 
per cent of the expenditure of the average wage-earning family. 

House furnishings show an increase for June, 1919, of 131 per cent 
over 1913. This item amounts to approximately 4 to 7 per cent of 
the expenditure of the average wage-earning family. 

FOREIGN PRICES. 

For comparison we quote figures on foodstuffs in foreign coun- 
tries, which show the widest variation from ours and also from 
each other. In Australia the cost of foodstuffs wholesale has risen 
to something like 40 per cent only above July, 1914, figures. In 
Canada the increase is fairly comparable to that in the United 
States, their index number for March, 1919, standing at 204.5 with 
1913 as basis. In Great Britain the index number of retail prices 
for foodstuffs for March, 1919, was 240, indicating an increase of \ 



140 per cent over July, 1914. In Paris for January the index number 
showed 148 per cent increase over July, 1914. The wholesale number 
for all of France for March showed 236 per cent increase over 1913 
figures. In Sweden figures for February showed 234 per cent in- 
crease over July, 1914. 

The index number for all commodities taken together shows for 
the United States an increase of 107 per cent to June, 1919 — a little 
less than the increase in the price of food up to May, which was 111 
per cent, and much below the increase in clothing to June, which was 
150 per cent. 

WAGE DATA. 

'Statistics setting forth the increase in the prices of consumption 
goods are, of course, relatively meaningless until combined with a 
statement of the earnings of or incomes available to those who must 
buy their means of life in the markets for which prices have been 
cited. While there is a great deal of scattered material on wages, co- 
herent and comprehensive wage statistics are not consistently kept. 
The most exhaustive wage study, the results of which are probably 
accessible for governmental use, is the general survey of wages now 
being brought to completion by the Bureau of Labor Statistics. 
Though the results are not yet published, we understand that the 
gathering of the data has been completed. Inasmuch as the informa- 
tion referred to can no doubt be drawn upon directly for official pur- 
poses, and, inasmuch as that information is without doubt far su- 
perior to anything else obtainable, it does not seem advisable to in- 
clude any wage material herein. It is to be regretted that even with 
a recently completed survey of current wages in hand we should yet 
lack correspondingly comprehensive reports for earlier years, and 
therefore fully satisfactory bases of comparison would still be lack- 
ing. 

For the sake of completeness, it should be noted here that a great 
desLl of wage data is available in the records of the various war labor 
adjustment boards. 

ILLUSIONS REGARDING THE HIGH COST OF LIVING. 

There is a great deal of unconscious profiteering. We are in- 
clined to take it for granted that we are entitled to increased wages, 
rents, or profits whenever conditions permit of increase, and quite 
regardless of whether or not the service rendered be increased or 
reduced. This is especially true if everybody else in the same busi- 
ness or ( ccupation is realizing increased returns. People do not 
readily recognize an increase in their own income as a case of profit- 
eering. It is perhaps quite justifiable to maintain that increased 
money income for a given amount of service does not constitute 
profiteering, unless the new money income is sufficient to purchase 
more goods at the new price levels. But it should be clear that in- 
creased purchasing power derived from reduced service is the very 
essence of profiteering, and is possible on no other basis than the 
deprivation of others. ' A general improvement of real incomes is 
possible, however, on no other basis than increased production or 
improved distribution. 

133971°— 19 2 
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Though it may perhaps be true that complaints of the high cost 
of living are often based partly upon illusion, it is at the same time 
true that failure to recognize the full extent and significance of the 
high cost of living, and the refusal to make the necessary adjust- 
ments fully to meet its requirements is probably more often re- 
sponsible for the existence of disputes and antagonisms. 

The high cost of living is indeed very much talked about; but its 
gravity is but inadequately realized. That phase of the subject 
which seems to be most in the public mind is the portion related to 
inflation of currency. Next to the inflation of currency, the public 
is concerned about profiteering — the reaping of private benefits, 
sometimes real, but perhaps quite as often only apparent, to be lost 
again by the recipient when he turns to spend his income and con- 
fronts, in his turn, the high cost of living. 

One of the chief functions of this report is to point out clearly 
what seems to us the most important and dangerous aspect of the 
high cost of living — the aspect in which it appears as a reduced 
standard of living in the present, the concomitant of reduced produc- 
tion and the cause, or one of the causes, of the recent and continued 
neglect to provide for future national requirements. It is also the 
cause of other sorts of disorder in the private and public economy. 

CAUSES OF THE HIGH COST OF LIVING. 

CURRENCY AND CREDIT AS RELATED TO PRICES. 

! 

i 

The manner in which the volume of circulating credit and cur- 
rency is related to the wartime rise in prices is about as follows: ( 

The outbreak of the war brought to America urgent Government 
orders for munitions and supplies. Inasmuch as the belligerent Gov- 
ernments could not brook delay they were obliged to pay the in- 
creased prices which American producers found it possible to de- 
mand, and thus the wave of war prices was started in America. 
When America entered the war it required, in order to perform its 
part, almost boundless quantities of equipment and man power. 
Producers naturally took advantage of the extremely urgent char- 
acter of these demands in order to increase their prices, and, as a 
natural sequence, wages began to advance. These increased prices 
and wages of course necessitated larger expenditures by the Govern- 
ment. 

Increased prices also necessitate the employment of larger funds 
in the conduct of a business. A larger volume of credit is required 
at higher prices to take care of bills for raw materials, and more 
money is necessary to meet increased pay rolls. As a consequence, 
therefore, of increased prices, business men required increased credit 
if they were to avoid curtailment of operations and reduced pro- 
duction. Due to higher prices, therefore, the banks were under the 
necessity of meeting the business demand for expansion of credit. 

HOW WAR INFLATES PRICES. 

In prewar times every dollar finding its way to the market was 
supposedly the counterpart of some commodity or part of a com- 
modity also appearing in the market. Funds expended for the pur- 
chase of food, clothing, and for the payment of rentals were assumed 
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to have been earned by some productive contribution to the general 
supply of commodities. With the outbreak of war there began to 
appear in the market, as above indicated, funds derived from wages, 
profits, etc., which had been paid out in connection with nonproduc- 
tive activities of war, and which therefore implied no corresponding 
contribution to the market supply of commodities. The producers 
of, and the dealers in, the decreased quantity of commodities brought 
to market increased the prices of these commodities to the point 
where they might absorb all the purchase money that became avail- 
able. As above indicated, these increased prices and wages have re- 
quired increased circulating medium. This requirement has been 
met primarily by increased credit and the increased use of bank 
checks as an instrument of payment. As to the currency situation, 
the total money in the United States in 1900 amounted to $2,340,- 
000,000. According to a statement issued by Gov. W. P. G. Harding, 
o£ the Federal Reserve Board, the amount of money in circulation; 
has varied during the last five years as follows : 

July 1, 1914, $3,419,108,368, or $34.53 per capita. 
April 1, 1917, $4,100,976,000, or $37.88 per capita. 
December 1, 1918, $5,129,985,000, or $48.13 per capita. 
August 1, 1919, $4,796,890,000, or $45.16 per capita. 

This shows an increase during our Avar period of $7.28 per capita. 
The amount of money in the Treasury and in Federal reserve banks 
is not in circulation, and is therefore not included in the figures 
quoted from Governor Harding's statement. , . 

In regard to the part played by national credit in meeting the situ- 
ation growing out of the extraordinary requirements of the Govern- 
ment and the rise in prices which the urgency of demands made pos- 
sible, it is to be noted that Government bonds had to be sold to pay 
for a large proportion of the goods which war activities were con- 
suming. In consequence the national debt up to August 1, 1919, had 
been increased by $24,518,000,000, or approximately $230 per capita. 
Of course, Government bonds are always good security for bank 
credit. 

THE INFLUENCE OF THE BANK CHECK. 

As to the part played by bank checks in the handling of the coun- 
try's business on the basis of increased prices, we may call attention 
to the following facts : Bank deposits in the United States increased 
from $7,239,000,000 in 1900 to $17,066,000,000 in June, 1914, $24,891,- 
000,000 in June, 1917, and $26,770,000,000 in June, 1918 (the latest 
date for which figures are available). Total bank clearings increased 
from approximatelv $85,000,000,000 in 1900 to approximately $173,-' 
000,000,000 in 1913*and $321,000,000,000 in 1918. 

It decs not seem to us safe or practicable to initiate readjustment 
of prices by a premature reduction of credit for essential purposes, 
inasmuch as the first effect of contraction of such credit would be 
reduced production, the intensification of the fundamental cause 
from which the country now suffers. On the other hand, it is quite 
possible by increased production to create such a volume of com- 
modities and wealth that the balance between physical goods and 
circulating medium will be normal. 
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Here, as- elsewhere in this report, we must emphasize the fact that 
the deficiency of commodities, ak compared with the volume of cir- 
culating credit and also as compared with living requirements, has 
survived the duration of the war, and that the only safe and prac- 
ticable method of effecting a readjustment now is by the practice of 
genuine economy, by increased production of the things society needs, 
by curtailment in the production and consumption of those luxuries 
which larger money incomes have falsely led us to believe that we 
could afford. 

REDUCING PRICES FRAUGHT WITH DANGER. 

It will not be overlooked, of course, that any movement to reduce 
prices otherwise than by the elimination of waste, the repression of 
profiteering and the stimulation of production may be liable to briiig 
on, as an indirect consequence reduced production. If prices of i}h- 
ished goods should be brought down, while prices of raw materials 
and the values of those properties which contain the resources of 
production are allowed to continue in the ascendant, there will be 
danger that the cost of raw materials will soon approach so closely 
to the value of the finished goods into which these materials may be 
converted that there will remain no prospect of reward to induce 
either labor or capital to keep the process of manufacture going. . 

The number of commercial failures has been abnormally low dur- 
ing 1918 and also throughout the interval subsequent to the signing 
of the armistice. No doubt many concerns which have not failed in 
this period would have failed except for the fact that rising prices 
of finished goods have enabled them to meet their obligations on the 
basis of operations, which would not have sufficed to protect them 
from commercial failure had not price fluctuations been favorable to 
them. It seems probable, therefore, that sharp reduction in prices 
now would be liable to precipitate many such deferred business fail- 
ures. Extreme reductions would tend to go further and induce com- 
mercial failures in many cases of concerns, the. fundamental facts of 
whose business operations would denote essentially sound financial 
status. A flood of such liquidations would probably be heralded as a 
"squeezing" movement on the part of the money interests, and 
might, therefore, result in a condition of acute social unrest. 

PRODUCTION AND SUPPLY OF COMMODITIES. 

Although it be true that consideration of the volume and rate of 
circulation of money and the substitutes for money may go far to ex- 
plain price levels, it remains a fact that that sort of investigation 
can not reach down to the fundamental basis of justified complaints 
regarding the high cost of living. 

The high cost of living, in the sense in which that term stands for 
a condition of economic distress, implies not merely high prices but 
a corresponding shortage of income with which to meet those prices 
without impairment of the standard of living. The high cost of 
living, in this important sense, means difficulty in securing the means 
of life. 

Now, when a people finds itself compelled to reduce its standards 
of living because of inability to secure adequate quantities of the 
means of life, the first matter to be investigated would seem to be the 
question of the adequacy of the general supply, and the second ques- 
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tion should be addressed to the matter of the apportionment of that 
supply among the various members, groups, and classes of the society. 
It is obvious that means of life can not be plentiful unless production 
is adequate and there is therefore a plentiful supply available for 
distribution. And, again, it is obvious that there will be suffering if 
maldistribution obtains, and if there exist on that account various 
groups who can not secure a fair apportionment of the available 
supply. 

AMERICAN FOOD SUPPLY PROBABLY ADEQUATE. 

While the close of the war found America tending to run short of 
clothing and housing, and behind in its program of highways and 
transportation facilities, it is a remarkable truth that we passed 
through the war period with a general tendency toward considerable 
increase in our production of foods. It is also true that we were 
under the necessity of supplying large quantities of food to our 
Allies; but we, nevertheless, thanks to a magnificent agricultural 
program, came out of the war without serious shortage of food 
supply. Thanks again to the exercise of prompt and commendable 
foresight in respect to the provision of food, the agricultural pro- 
gram developed and carried out after the cessation of hostilities was 
such as to assure for the current year an unusually large supply of 
food staples. 

CEREALS AND SUGAR. 

The wheat crop for 1918 amounted to 917,000,000 bushels, as com- 
pared to an average for 1910-1914 of 728,000,000 bushels; and tin 
probable harvest in 1919 is 1,236,000^000 bushels. Our supply of 
wheat in elevators, mills, etc., on May 9, 1919, was 96,000,000 bushels, 
as against 34,000,000 bushels the year before. Our flour mills, whose 
capacity is .estimated at something like double their usual output, 
were milling week by week during 1919 considerably more flour than 
the year before. They produced for the week ending May 9, 1919, 
for example, 2,553,000 barrels, as against 1,569,000 barrels for the 
corresponding week of 1918. Notwithstanding large exports, our 
wheat supply is obviously adequate. In 1918, a record year, we 
exported 21,000,000 barrels of flour. In 1915 our wheat exports 
reached their maximum — 206,000,000 bushels. 

The corn crop of 1918 was likewise sufficient. The supply of corn 
ori hand on May 1, 1919, was 22,000.000 bushels, as compared with 
16,000,000 bushels May 1, 1918, and 7,000,000 bushels on May 1 of 
both 1917 and 1913. Though the 1919 corn crop is not expected to 
be unusually large, there is no prospect of real shortage. And 
the situation with respect to the other cereals is generally very good. 

The sugar industry of the United States passed through the period 
of the war with a tendency to increased production, notwithstand- 
ing shipping difficulties. Though present stocks are somewhat low 
in the United States, our exports during 1919 have been unusually 
large. The future is normally provided for. 

MEAT SUPPLY. 

America emerged from the war producing meat at a rate far above 
prewar figures, and yet possessing in reserve a larger number of ani- 
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mals on the farms than we had before the heavy war drafts upon our 
supplies began. The number of cattle slaughtered in 1918 was 
11,000,000, as compared with 6,978,000 in 1913. Swine slaughtered 
were 41,214,000 in 1918 and 34,163,000 in 1913. The cattle slaughtered 
in 1919, January-May, were 3,803,000, as against 4,204,000, January- 
May, 1918. The swine slaughtered January-May, 1919, made an 
increase over the 1918 record, the figures being 20,500,000 for the 
present year, as against 18,260,000 for the corresponding interval last 
year. Although exports of hams and shoulders for 1918 approxi- 
mately doubled previous records, amounting to 518,000,000 pounds, 
as against 172,000,000 poundfc for 1913, and exports have continued 
large during 1919, there is no doubt jthat our productive capacity is 
vastly more than ample to meet our requirements. 

In view of the apparent adequacy of our supply of foodstuffs some 
explanation is called for as to why food prices should be so high, and 
higher, in proportion, than the prices of manufacturers' and builders' 
raw materials, the stocks on hand of which are not, in general, large, 
and the production of which has been lagging far below normal dur- 
ing the major portion of the interval which has elapsed since the sign- 
ing of the armistice. 

GARDEN PRODUCTS. 

There is another important item of the food supply — garden 
products. It is estimated by the National War Garden Commission 
that the production of garden products in war gardens in back 
yards and other patches of territory never before cultivated reached, 
in 1918, the value of $525,000,000. The indications seem to be, and 
this statement is made without the assistance of official estimates, 
that the cultivation of Victory Gardens, though an activity of im- 
portant dimensions, has probably fallen far below the gardening 
activity of last year. But this is an item of quite insufficient mag- 
nitude to contribute much toward an explanation of the increasing 
cost of living, or even the increased cost of foodstuffs. 

The fact that the current season's crops are not yet harvested, or 
the further fact that the beginning of the harvest may have ac- 
counted for the slight reduction in food prices which occurred during 
the last month — neither of these facts seems to us to yield an ex- 
planation of the high prices of food, nor to give assurance of any 
prospective substantial decline in food prices. 

FOODS IN STORAGE. 

Even the fact that the report of goods in cold storage shows an 
increase of over 9 per cent in the quantity of all meats held on 
July 1, 1919 (1,336,000,000 pounds), as compared with the figures 
for July 1, 1918, is, though very important, not a matter of sig- 
nificance for any considerable period of time. Storage poultry July 
1, 1919, was 48,895,704 pounds, or 181 per cent above last year; 
cheese, about 25 per cent; butter, about 75 per cent; and eggs, 
about 25 per cent above July 1 last year. There was a decrease of 
frozen fish of about 13 per cent from last year. Taken in connec- 
tion with the evidence of relatively abundant reserves of live animals 
and large crops for the current year, it would s^em that some relief 
from high prices of food should be possible. 
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EXPORTS AND STORAGE. 

Present food prices are not to be accounted for largely on the basis 
of heavy exports. Exports of beef, canned, fresh, and pickled, for 
example, have been less for 1919 than in the previous year, the quan- 
tity amounting to 23,499,000 pounds in May, 1919, as compared with 
82,787,000 pounds in May, 1918. The May figures for exports of hog 
products show 125,937,000 pounds in 1919, as against 201,279,000 
pounds in May, 1918. The monthly exports of beef and pork show 
a declining tendency during the first five months of 1919, contrary 
to the tendency in 1918, the total amounting to 1,090,000,000 pounds 
in 1919 as against 1,122,000,000 pounds for the corresponding period 
of 1918 — less than the amount of all meats in cold storage on July 1, 
1919, which was 1,336,000,000 pounds. 

PARTIAL EXPLANATION OF FOOD PRICES. 

The explanation here suggested for the abnormally high food 
prices, as compared with the prices of certain raw materials, not- 
withstanding the relative plentifulness of food, will perhaps find a 
support in the consideration which is to be given below to the ques- 
tion of our production and supplies of other articles of current con- 
sumption, the stocks and output of which have been greatly reduced 
during the war or since the armistice was signed. 

It is true that food is, by comparison, plentiful. But it is also true 
that money or other circulating medium is unprecedentedly plentiful. 
The fact that food prices are relatively high and that the prices of 
chemicals, metals, lumber, etc., are relatively low, though their supr 
ply is relatively small, may be due to a concentration of purchasing 
power upon food, and the general direction of the flow of currency 
toward the purchase of immediate consumables. Some relatively 
minor luxuries such as jewelry (and perhaps automobiles should also 
be included here as the semiluxury of greater magnitude) find favor 
with purchasers, but the main trend of purchase seems to bear to- 
ward demand for the necessities of life now in a finished state or 
nearly so, with a relatively weaker tendency toward demand of cap^- 
ital goods. If the supply, and also the production, of raw materials 
has been relatively small, and if the prices at which they have ex- 
changed have also been relatively low, it seems obvious that the pro- 
portionate amount of currency and credit engaged in their purchase 
must be abnormally small, thus accounting for the ability of the pro- 
ducers and purveyors of food to demand abnormally high prices re 4 - 
gardless of the relative plentifulness of their goods. 

CONDITIONS FAVORABLE TO PROFITEERING. 

The conditions just described are highly favorable to both specu- 
lative profiteering and wasteful distribution, through the interven- 
tion of supernumerary middlemen and caterers. In fact, the statistics 
published by the New York Industrial Relations Commission seem 
to indicate an unusually large increase of persons engaging in cer- 
tain kinds of salesmanship after the armistice. It should, however, 
be remembered that even though it may smack of profiteering to 
produce a very large crop and sell it at abnormally high prices, this 
is a kind of profiteering which deserves unstinted praise as compared 
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with that other species of profiteering which deliberately reduces 
output in the expectation that the extortionate prices which the re- 
duced product will command may more than make up to the producer 
or speculator for the portion of production withheld or the per- 
centage of hoarded goods condemned to spoil and be lost to the 
Nation. 

INADEQUATE CLOTHING SUPPLIES AND CURTAILED PRODUC- 
TION. 

The most obvious explanation of the high prices of woolens is the 
glaring fact of the extreme reduction in output which ensued after 
the signing of the armistice and the completion of Army orders, 
which practically ended in January, 1919. 

The war came to an end with the supply of civilian woolens un- 
precedently low. The total quantity of wool available for civilian 
fabrics between April and November, 1918, was probably somewhere 
in the neighborhood of 75,000,000 pounds, an amount perhaps a little 
more than sufficient to meet the demands of normal manufacture for 
civilian consumption for one and one-half months. Notwithstanding 
this fact of the general shortage of goods, group conflicts ensued — 
disagreement regarding prices and the prospective demand were 
engaged in by jobbers, manufacturers, and labor, and the supply of 
raw wool was meanwhile under Government possession and control. 

In consequence of the general situation the total consumption of 
wool in manufacture during the first five months of the present 
year amounted to but little more than one-half the amount consumed 
during the corresponding months of the previous year. The pro : 
portion of looms, 50-inch reed space and over, idle increased from 
21 per cent in November, 1918, to 52 per cent idle in February, 
1919, and these looms were still 39 per cent idle in May, 1919. Of 
worsted spindles, 27 per cent were reported idle in December, 1918, 
and 52 per cent idle m March, 1919, and 2G per cent were still idle 
in May. In the meantime an extraordinary number of textile work- 
ers were condemned to idleness, their productive capacity perishing 
day by day and week by week, while the deficiency in the supply of 
clothing was developing to such a point that it became possible 
for the wholesale index number of the prices of cloths and clothing 
to rise to 250 in June. Industries may take on periods of activity 
after months of stagnation, but the public can not be assured of 
adequate commodities at fair prices on such a basis of operation, 
nor can labor on such a basis be expected to be contented. 

PRODUCTION OF COTTON AND COTTON GOODS. 

The situation with respect to the after-war cotton supply stands 
out in marked contrast to the situation with respect to the produc- 
tion of wheat. In respect of wheat, we have noted a wise fore- 
sight and a provident attitude on the part of the producer. As 
regards cotton, the opposite appears to be the case. 

When the war ended the world's cotton supply was understood to 
be below normal. The supplies of cotton goods were also reported 
low. The acreage planted to cotton was this year approximately 
9 per cent less than for 1918. The present prospects are that the 
cotton crop will be small, and published articles are appearing ex- 
pressing gratification over the prospectively large commercial re- 



17 

turns which the cotton producers may be able to command because 
of the high prices which may be had for the reduced cotton output. 
The forecast of the cotton crop for this year is 10,900,000 bales — 
about 10 per cent below that of recent years and but little over two- 
thirds as large as the record crop of 1914. k 

" OUTPUT AND MORE OUTPUT n ABANDONED. 

In regard to cotton manufacture, it may be recorded that the situ- 
ation is less unsatisfactory than as regards wool manufacture. In 
this industry, as in most of our industries, the economic watchword 
'of wartimes, which was " Output, and more output " (the necessary 
condition of full prosperity in peace, as well as of success during 
war), was not heard after the armistice. There soon developed, on 
the contrary, groundless doubts about future demand, and hints of 
unhealthy fears of " overproduction." 

Notwithstanding the release of labor, if it were needed, by de- 
mobilization, and notwithstanding adequate supplies of raw cotton 
to meet the season's requirements and the lack of any important 
difficulties in the way of reconversion to peace-time products, and 
with low supplies oi finished goods in stock, the cotton industry 
kept more spindles idle during the first five months of 1919 than 
were idle during the corresponding period for 1918. The amount of 
cotton consumed in the United States during the nine months end- 
ing with April, 1919, was approximately 12 per cent less than for 
tiie corresponding nine months of 1918. The prices of cloths and 
clothing, as above mentioned, show in June, 1919, an increase of 
160 per cent over 1913 prices. 

THE BOOT AND SHOE INDUSTRY. 

The production of boots and shoes for the first quarter of 1919 was 
reported as about 60 per cent below the production for the last quar- 
ter of 1918. Plants were partially closed and in some cases it is 
reported that machinery was returned to the Shoe Machinery Co. 
All in all, there were 75,000,000 less pairs of shoes produced in the 
first quarter of 1919 than in the last quarter of 1918. 

The census report shows a reduction of more than 25 per cent in 
the output of civilian men's shoes in the quarter ending with March, 
1919, as compared with production in the quarter ending with De- 
cember, 1918, and nearly 25 per cent reduction as compared with the 
quarter ending with September, 1918. The reduction in output of 
women's shoes amounted to approximately 30 and 25 per cent, re- 
spectively, is comparing corresponding periods. The reduction in 
the output of shoes for youths, boys, and misses was even more 
marked. A reduction in the output of military shoes was, of course, 
to be expected. There appears to be a sufficiently clear explanation 
for the high prices of shoes. The explanation extends further, how- 
ever, and involves the problem of leather supply, tannery activity, 
production of hides and skins, leather importation, and shipping. 

HOUSING AND BUILDING IN GENERAL. 

It has been estimated that the United States was short a million 
homes at the end of the war. That we were also much behind in 
respect of other forms of building and construction which had been 
interfered with during the period of hostilities is universally known. 
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A campaign to stimulate and encourage increased building waa 
begun soon after the end of the war and carried on during the first 
half of the present year, and the national need of increased building 
became thoroughly advertised. In the meantime those industries 
whose activity is a prerequisite to building, such as, for example, 
brickmaking, lime, cement, and lumber production, remained rela- 
tively stagnant or tied up with price and labor disputes until late in 
the spring. The production of raw materials necessary in building 
construction was far below normal throughout the arimistice period. 
Many plants were operating on part time and some were closed down 
entirely. Glass production was reportel to be on a 50 per cent basis 
as late as May. In response to the building campaign and the recogr 
nition of the general need, and also, no doubt, in anticipation of hand- 
some prices rendered obtainable by the acute shortage of housing, a 
fairly large building program was eventually gotten under way, and 
it is now experiencing handicap by reason of the shortage of building 
material which throughout the winter was obviously impending. The 
period of high and increasing rents and of high and ascending prices 
of houses appears, therefore, to be fairly certain of continuing for 
some time to come. 

RAILROAD TRAFFIC. 

As above stated, the high cost of living really means shortage of 
the things we live upon. A comparison of railroad passenger rev- 
enues seems to indicate that the people of the United States are 
depriving themselves of their accustomed amount of use of passen- 
ger transportation. A comparison of freight revenues seems like- 
wise to indicate that we are subsisting with a reduced use of freight 
service — and since we are not likely upon investigation to find our- 
selves growing more self-sufficing since the war, in an economic sense, 
it seems that in receiving and sending less freight we merely find 
ourselves confronted with another evidence of the fact that we are in 
general consuming and producing less goods. It may be that, as 
suggested above, our consumption and transportation of immediate 
consumables has not been materially diminished, and that we are 
merely devoting an undue preponderance of our economic activities 
to the later processes of the productive cycle, the finishing and 
distributing of consumption goods, neglecting meanwhile the estab- 
lishment and development of new industries. If this is really what 
we have been doing, we are without doubt laying up a deficit to be 
made good or suffered for sooner or later. 

RAILROAD CONSTRUCTION. 

In the matter of new construction, the railway industry produced 
only 720 miles of new lines in 1918, the low figure up to that time 
for some years. This construction consisted of projects carried over 
from previous years and short spurs to mines, oil, lumber, and similar 
resources, constructed as war measures. The second track mileage 
constructed was approximately equal to the new line, and its pur- 
pose was to relieve traffic at especially congested points. What th& 
year 1918 did witness in railway construction, h&wever, was the im- 
provement of terminal facilities and connections. Another feature 
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ef 1918. improvement was the construction of water-softening plants 
to relieve engine troubles. 

-Owing to obvious circumstances, the outlook in respect to railroad 
extension and improvement during the current year is unpromising, 
and the prospect for the following year is entirely problematical, 

RAILROAD RATES. 

Railroad rates, as will appear by comparison, have not been in- 
creased in proportion to the increase of prices in general. But it 
is true and important that changes in rates tend to produce imme- 
diate changes in other prices. 

THE COAL SITUATION. 

The example of coal production furnishes another instance of the 
fact that America was able with depleted man power and in the 
face of other handicaps during the war to set herself an example of 
increasing output such as she has not demonstrated the ability 
or disposition to parallel in the returning times of peace, with the 
reduced man power measurably possible of restoration. In 1918 we 
produced 685,000,000 short tons of coal, almost 50 per cent of the 
world's estimated output for that year. Production for 1913 was 
5.71,000,000 short tons. 

COAL PRODUCTION REDUCED. 

Coal, the source of a vast proportion of our industrial power as 
well as our chief source of heat and light, is a commodity the pro- 
duction of which is itself an index of our economic life. Coal out- 
Sut since the armistice has been greatly reduced, the weekly pro- 
uction of anthracite for the first half of 1919 being from 1,200,000 
to 1,800,000 net tons, as against 1,800,000 net tons to 3,000,000 net 
tons for the corresponding period of 1918. Bituminous production 
was 9,147,000 net tons for a typical week in 1919, as against 12,491,000 
net tons for the corresponding week in 1918. Coke production for 
the week ending June 28, 1919, amounted to onlv 287,000 net tons, 
as compared with 627,000 net tons for the week ending June 29, 

1918. The total amount of coal produced up to July 5, 1919, was 
261,000,000 long tons, as compared with 364,000,000 long tons for the 
corresponding period of 1918. 

IRON AND STEEL AFTER THE WAR. 

The record of our after-war steel and iron output furnishes us 
with another warning that we have been neglecting to keep pace with 
the established American rate of industrial improvement and expan- 
sion and foresighted preparation for future requirements and prog- 
ress. 

The iron and steel business was considerably stimulated by war- 
time requirements. There was a governmental agency whose business 
it was to foresee the war needs and to place orders so that those pro- 
ductive forces which are wrapped up in the steel industry might be 
utilized to capacity. The steel industry's activity has, however, since 
the armistice greatly declined. Pig-iron production for April, 1919, 
was 82,607 tons per day, as against 109,607 tons in April, 1918. Bir- 
mingham properties are reported to have been working in April, 

1919, at about 50 per cent of 1918 production. For the period Janu- : 
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ary to May, 1919, pig-iron production was only 2,114,000 tons, as 
against 3,446,000 tons during the same period in 1918. Steel-ingot 
production fell in. the spring of 1919 to lower figures than had been 
reached in more than two years. In fact, a regular decline in produc- 
tion was in evidence after December, 1918. 

The figures representing the unfilled. orders of the United States 
Steel Corporation at the end of May, 1919, were smaller th#,n they 
had been since 1915. 

REMEDIAL MEASURES. 

A survey of the very incomplete data contained herein points tx> 
evidence of a national loss of many billions of dollars worth of 
wealth, resulting from reduced production during a few months of 
the present year. Consider, for example, the forfeit implied in the 
failure to produce 75,000,000 pairs of footwear, which could have 
been produced during the first three months of 1919, or calculate 
the significance of the reduction of over 100,000,000 long tons in the 
production of coal up to July, 1919. 

INDUSTRIAL COORDINATION LACKING. 

When one contemplates the billions which have thus been lost 
through lack of coordination of our productive powers, one is moved 
to appreciate the urgent need of some local agency through which 
might be promptly and regularly secured and disseminated a knowl- 
edge of all of the important facts of our economic life and progress — 
requirements, rates of production, stocks on hand, and prices — in 
manner similar, for example, to the official collection and announce- 
ment of information which is now being effected with respect to the 
slaughter of animals, the tanning of hides and skins, and the amounts 
in stock and in transit. On the other hand, one looks with dismay 
upon the general flood of misinformation, half -complete information,- 
and undiluted ignorance which unavoidably pervades the land re- 
garding our current economic situation in general. It is beyond 
question that lack of information gives rise to the major portion of 
the unnumbered industrial uncertainties, hesitations, misunderstand- 
ings, and conflicts which constitute the chief interference with the 
realization of the highest potential economic welfare of the American 
people. 

WAR-TIME ECONOMIC COORDINATION ABANDONED. 

Information something like that and cooperation something like 
that were achieved during the war. But when the war came to an 
end the agencies collecting information without which the war-con- 
trol boards could not have so wisely directed and coordinated the 
productive forces, and without which the record achievements of 
war time would have proved quite impossible — when the war ended 
those channels of information were disconnected ? and the agencies 
through which they came to focus were demobilized. The task of 
bringing about a readjustment of industry to a peace basis was 
turned over to the public, deprived of the aid of that sort of economic 
information without which the coordination of the productive forces 
in a great Commonwealth like our own is even more difficult of ac- 
. complishment by the voluntary initiative of the people than through 
* the direction, for example, of a board of war control. 
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